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Current Trends 


HUD statistics on the volum&6f mortgage lending acti\aty Guring the fourth quarter of 1979 
indicate that a total of $46.6 billion home mortgage loans were closed. Of that amount, $5.9 billion 
or 13 percent were FHA-insured; $5.1 billion or 11 percent were VA-guaranteed; and $35.5 billion 
were conventional. For the year as a whole, $187. 1 billion of mortgage loans for one-to-two 
homes were closed. Of these, $20.8 billion or 11 percent were FHA-insured loans; $18.8 billion or 
10 percent were VA-guaranteed loans; and $147.5 billion were conventional loans. 


The Federal Home Loan Bank Board (FHLBB) reports that the average cost of funds for federally 
insured savings and loan associations rose to an annualized rate of 7.71 percent during the last six 
months of 1979. This was up 48 basis points from the 7.23 percent cost of funds index for the first six 
months of the year. This index will determine whether interest rates on variable rate mortgages (VRM’s) 
will increase, decrease or remain the same for those who obtained VRM mortgages from savings and 
loan institutions last summer. The interest rate on the variable rent mortgage is adjusted once every 12 
months based on this index which is computed semiannually by the FHLBB. 


The high cost of housing in Southern California has helped the Covington Brothers Technologies 
Corporation to introduce and market a new type of house — one with walls constructed of 
polystyrene. Polystyrene is the material used to make hot coffee cups and liners for picnic coolers. 
The walls are sprayed on both sides with a Portland cement, however, and the builder says this 
surface bonding makes them five times stronger than conventional walls. The houses are built from 
a “core module” and placed on a concrete slab foundation. They have from 1,200 to 1,350 square 
feet of space encompassing a fully equipped kitchen, two bathrooms, furnace, laundry room, 
plumbing and electrical fixtures. The company built more than 1, 100 of the houses last year and 
plans to put up some 2,000 this year in addition to others constructed in joint ventures with other 
builders. The houses sell for about $50,000. 


Court Rules Against Brokers in ‘Land Contract’ Case 


A recent Prince William County (Virginia) decision could alter the use of the popular “‘land contract”’ 
agreements between home sellers and buyers, if allowed to stand. A Prince William circuit judge ruled 
that such agreements may violate the terms contained in most standard mortgage documents. Under land 
contracts, property title does not change hands immediately although the buyer occupies the home, pays 
the mortgage and agrees to pay the seller the difference between the sales price and the mortgage balance 
in installments. Title is transferred at a later date specified in the contract. 


The basic purpose of this type of arrangement is to avoid the assumption of higher interest rates on the 
part of the buyer. The controversy revolves around ‘‘due-on-sale’’ clauses which are found in most 
deeds of trust and mortgages written in the last 10 years or so. The clause allows the mortgage holder to 
demand full payment when the borrower transfers interest to anyone else. Proponents of the land 
contracts contend that the clause does not apply since a legal title to the property does not change hands. 
The case is expected to be appealed with the support of real estate brokers in the Washington 
metropolitan area. 








FHLBB Says Mortgage Rates Continue Upward 


Jay Janis, chairman of the Federal Home Loan Bank Board (FHLBB), has reported that conventional 
home mortgage rates increased to record levels in early February 1980. Janis said: ‘“The continued rise 
in home mortgage interest rates reflects earlier increases in commitment rates. The latest increase in 
commitment rates was the smallest in six months,”’ he said. 


In early February, the average effective commitment rate cited by major mortgage lenders for fixed-rate 
conventional loans for purchase of newly built, single-family homes with a 75 percent loan-to-price ratio 
and a 25-year term to maturity was 13.13 percent, Janis said. Effective interest rates for conventional 
purchase loans closed on single-family homes rose sharply from early January to early February 
reflecting the earlier increases in commitment rates. The average was 12.35 percent in early February. 
This was up 33 basis points from a month earlier, 110 basis points since the Federal Reserve’s action in 
October 1979. The figures were collected prior to the Federal Reserve’s February 15 action tightening 
credit still further, a move that has driven mortgage interest rates as high as 17 percent in some localities. 


Landrieu Names Four to HUD Field Offices 


HUD Secretary Moon Landrieu has named four employees to new positions in the agency’s field 
structure. Gordon N. Johnston, a former mayor of Tacoma, Washington, will serve as administrator of 
the Seattle Regional Office; John G. Duffy of Brooklyn, N.Y. will serve as manager of the Anchorage, 
Alaska, Area Office; Joseph G. Hart of Concord, Tenn., will join the Memphis Service Office as its 
supervisor; and Michael P. Kulick of Scranton, Pa., will become supervisor of the Sacramento, Calif. , 
Service Office. 


Johnston, 61, served as deputy regional administrator and acting administrator of the Seattle office after 
his term as mayor ended in January 1978. He has served as president of the Puget Sound Council of 
Governments and was primarily responsible for the adoption of a ‘‘fair share’’ distribution of low- and 
moderate-income housing in some 37 cities in the Council’s jurisdiction. A native of Tacoma, he has 
also worked as an architect. Secretary Landrieu said ‘‘Johnston played a key role in matters relating to 
housing and community development, both within the city and the area encompassed by the Puget 
Sound Council of Governments. His efforts in both the model cities and urban renewal programs 
resulted in the successful development of downtown Tacoma, a city of 156,000. 


Duffy, 49, came to HUD in 1968 and has served in a variety of positions. He was appointed acting 
manager of the Anchorage Office in 1978. A recipient of the agency’s Certificate of Special 
Achievement in 1976 and the Federal Women’s Program Award in 1979, he is a graduate of Colorado 
State University at Fort Collins and a veteran of the U.S. Navy. Prior to joining HUD, he worked as a 
park ranger in Colorado and the State of Washington. He has also worked as a housing inspector for the 
City of Seattle. 


Hart, 40, is a graduate of St. Vincent College, Latrobe, Pa. , and has been assistant to the area manager 
since August 1975 with responsibility for coordinating all program activities in Tennessee. Before that, 
he served for 18 months as director of the Housing Programs Management Branch in the Knoxville Area 
Office. A native of Jeannette Pa., he has also served in agency positions in Washington, D.C.., 
Philadelphia, Pittsburgh and Cleveland. He joined HUD in June 1962 as an accounting technician. 


Kulick, 44, is a graduate of the University of Scranton and served in the U.S. Army before joining 
HUD in 1959. He has worked in the Atlanta Regional Office and the Greensboro, N.C. Area Office as 
director of housing management and special assistant to the director. A participant in HUD’s Education 
for Public Management program, he later was selected Supervisor of the Year by the Sacramento 
Federal Women’s Program Council. 
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Survey Reveals Characteristics of Some Home Buyers 


The Family Housing Bureau, a public information service of the Chicago Title Insurance Company, 
has released the results of a survey it made to determine the characteristics of the typical home buyer. 
The Bureau found that the typical first-time home buyer in 1979 was 28 years old, lived with a family of 
2.5 persons, spent 3.9 months looking for a suitable house, paid a median price of $64,600 and made an 
average downpayment of 29 percent of the purchase price. 


The survey was conducted in 11 representative markets nationwide and involved 400 completed 
interviews. The fourth in an annual series, the survey also revealed the following: 


@ about 82 percent of the home buyers surveyed were married; 
@ about 82 percent of the purchases were of existing or previously lived-in homes; 
@ the typical buyer looked at 12 homes and made a buying decision in 3.7 months; 


@ the typical buyer paid a median price of $50,800 for their homes and made a downpayment averaging 
17.6 percent of the purchase price; 


@ first-time buyers shopped for an average of 3.9 months compared to 3.5 months for repeat buyers; 


@ single-family houses accounted for 87.5 percent of the purchases; multifamily houses accounted for 
5.3 percent and condominiums for 6.8 percent; and 


@ the average age of first-time buyers was 28.4 years compared to 34.7 years for repeat buyers. 


HUD Issues Notice of Debenture Interest Rate Change 


Lawrence B. Simons, Assistant Secretary for Housing-Federal Housing Commissioner, has issued 
notice to all approved mortgagees that its regulations have been amended to provide for a change of the 
debenture interest rate from 8.25 percent to 9.5 percent. The new rate applies to all home and project 
mortgages and loans under the National Housing Act, as amended, except for those loans or mortgages 
insured under the Act’s Section 221(g)(4) provisions, committed or endorsed on or after January 1, 
1980. In a Mortgagee Letter 80-11, Secretary Simons explained that debentures bear interest at the rate 
in effect at the date of commitment or endorsement for insurance, whichever is the higher. Claims for 
insurance benefits that are settled in cash in lieu of debentures will include an interest allowance, 
comparable to the interest at the debenture rate, on the amount of the settlement. 


HUD Hikes Rates for Mobile Home Loans 


Effective March 13, HUD has increased the maximum allowable finance charges for Title I mobile 
home and property improvement loans. The new interest ceilings are: 

> 
@ 17 percent for mobile home loans; 


@ 16.5 percent for the combination of mobile home and lot; and 
© 17 percent for property improvement loans. 


HUD Secretary Moon Landrieu said: ‘“This action is necessary to bring the maximum finance charge in 
line with other competitive market rates and to help assure an adequate supply of financing for mobile 
homes and property improvement loans.’’ The interest ceiling on FHA-insured mortgages for single- 
and multifamily housing remains at 13 percent. Commenting on the third rate increase for mobile homes 
in recent weeks, Federal Housing Commissioner Larry Simons said: ‘Commercial banks’ prime loan 
rates are rapidly rising to high levels and the escalating cost of funds has put a particularly hard strain on 
consumer-related lending.”’ 





Nuggets 


The Government National Mortgage Association has announced that its project loan auction scheduled 
for April 22 has been cancelled due to unsettled conditions in the money and capital markets. No date 
has been set to reschedule the April auction. 


Thomas Still has been appointed executive director of the National Association of Housing 
Cooperatives (NAHC). NAHC President Robert Wilcox said, ‘‘Still’s years of experience with co-op 
housing, his knowledge of the National Consumer Co-Op Bank and his experience as an administrator 
will allow the NAHC to continue its steady growth.”’ The group works to promote the interests of 
cooperative housing communities. It also provides training and support services to community groups, 
Government agencies and individuals interested in developing cooperative housing. 


The fourth annual Virginia Slims study of American Women, conducted by the Roper Organization, 
Inc., has concluded that ‘women believe that they have made major steps toward equalizing their status 
with that of men.’’ Men, according to the poll, not only agree, but, in the main, support the move for 
change. At the beginning of the decade only a minority of women — 40 percent — approved of most of 
the efforts to strengthen and change the status of women in society. That minority, according to Roper, 
has grown over the decade into a majority of 64 percent today. The survey indicated that twice as many 
women are working today on fulltime jobs as were in 1970, and the trend is likely to continue into the 
future. 


Senator Sees Possible Collapse of Housing Industry 


Senator Lloyd Bentsen (D-Tex.) has predicted that the housing industry could collapse later this year as 
a result of a nosedive in the bond market. Bond values have fallen by more than $500 billion since 
October because of growing inflation and high interest rates. More than $600 million in bonds and notes 
have been cancelled or withdrawn by governments and companies in the first two months of this year, 
Senator Bentson said. He warned that in many State subsidized housing financed through the sale of 
bonds will not be built because of high interest expenses. Bentsen, chairman of the Joint Economic 
Committee, said: ‘‘Before the bond market calamity, it was predicted that 1980 would be a poor year 
for the housing industry, with only 1.1 to 1.2 million starts. Now it seems that those grim predictions 
may have been optimistic.”’ 
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